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The NursingFaci l i tyFinancialand Statistical Report organizes the commonly
incurred businessexpenses  of n u r s i n g  f a c i l i t y  p r o v i d e r s  i n t o  f o u r  r e i m b u r s a b l e  
cost cen te r s(admin i s t r a t ion ,p rope r ty ,  room andboard,and heal th  care). The 
proper ty  cost c e n t e r  is  div idedin toplan topera t ingandownersh ip .  Ownership 

personalis  reimbursed through t h e  real and property fee. There is also a 
non-reimbursable/non-patient related cost c e n t e r  to  r e c o n c i l e  total  ope ra t ing  

t o  the  providerse x p e n s e s  account ing records. The cost r e p o r t s  are desk 
auditors.reviewed by agency Adjustments are made, when necessary ,  t o  t he  

r e p o r t e d  i nc o s t sa r r i v i n g  at t h e  a l lowable  his tor ic  costs for t h e  rate 
computations.  

Calendar Year End Cost Reports: A l l  providersnot  on p r o j e c t i o ns t a t u s  shall be 
r equ i r ed  t o  f i le  t h e  uniform cost report on a calendar year  basis. P ro jec t ion  
s t a t u s  means that a provider  has beenassigned t h e  prev ious  providers  rate for a 
set per iod of time or is allowed t o  submit a p ro jec t ed  cost report. The 
ca lendaryear  cost r e p o r t  is dueon or before  the last workingday of t h e  
followingFebruary.  

When a non arms lengthchange of provider  takes p lace  or an  owner of t h e  real 
estate assumes t h e  ope ra t ions  from a lessee, the  f a c i l i t y  will be t r e a t e d  as a n  
on-goingoperat ion.In t h i s  s i t u a t i o n ,  t h e  related provider  or owner shall be 
r equ i r ed  t o  f i le  the ca lendaryearend  cost report. The new operatoror owner 
is re spons ib l e  for  ob ta in ing  the  cost r epor t  i n fo rma t ion  from the  p r i o r  operator
for t h e  monthsduring t h e  c a l e n d a ry e a ri n  which the  new operator w a s  no t  
involvedinrunning  the f a c i l i t y .  The cost repor tinformat ion  from t h e  old and 
new operators shall becombined t o  prepare  a 12month calendar year  end cost 
report. 

Pro jec ted  Cost Reports: The projected cost r e p o r t  s h a l l  beginon the first day
of t h e  month closest t o  t h e  d a t e  that t h e  provider  is c e r t i f i e d  by the  licensing 
agencyand end on the  last day of the  12 month per iod.  The except ion is t h a t  a 
p ro jec t ed  cost r e p o r t  s h a l l  end on December 3 1 s t  when t h a t  date is n o t  more t h a n  
one month before or after the end of the 12 month period; or the  p ro jec t ed  cost 
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r e p o r t  shall end on the  provider 'snormal  fiscal year  end used for t h e  I n t e r n a l  
Revenue Serv ice  when that date is not  more thanone month before or after t h e  
end of the  12month periodand the  criteria for f i l i n g  the  pro jec ted  cost report
ending December 31st does notapply.  The pro jec ted  cost r e p o r t  period shall 
cover  a consecut ive  period of time no t  less t h a n  11months or more t h a n  73 
months. 

When a provider  is e n t i t l e d  t o  submit a pro jec ted  cost r e p o r t ,  t h e  payment rate 
shall  bebasedon a proposedbudget with costs pro jec tedon a l i n e  item basis. 
The pro jec ted  cost r e p o r t  shall be deskreviewedbyagencyauditors.  Rates from 
t h e  pro jec ted  cost r e p o r t s  are s u b j e c t  t o  upper payment limits. 

Providers  required t o  f i l e  a p ro jec t ed  cost r e p o r t  and who ope ra t e  more than  one  
f a c i l i t y ,  either i n - s t a t e  or out -of -s ta te ,  s h a l l  allocate c e n t r a l  office c o s t s  
t o  each f a c i l i t y  b e i n g  p a i d  rates from t h e  p r o j e c t e d  cost d a t a  at t h e  end of the 
p rov ide r ' s  cost r epor t  dur ing  t h e  pro jec t ionpe r iod  t h a t  ends  per iod .  The 
method of allocating c e n t r a l  office costs t o  those facilities onpro jec t ion  
s t a t u s  shall becons i s t en t  wi th  t h e  method used t o  allocate costs to  those 
facilities i n  t h e  cha in  who are f i l i n g  historical cost r e p o r t s .  

CoveringHistorical Cost Report Projected Cost Report Period Or P r o j e c t i o n
S t a t u s  Period for  the  F i r s t  Year of Operat ion of a New Provider :  The h i s t o r i c a l  
cost report shall beginon the first day of t h e  month closest t o  t he  date ,of. 
c e r t i f i c a t i o n  andendon t h e  last day of the  12th month. The except ion is i f  
t h e  ending date is not  more thanonemonth before o r  after December 31st or  t h e  
p rov ide r ' s  normal fiscal yearendused for the I n t e r n a l  Revenue Se rv ice  when 
t h a t  d a t e  is not  more thanone month before or after the end of.t h e1 2  month 
period and t h e  criteria for filing the  cost reportendingon December 31st does 
notapply.  The historical cost report s h a l l  end on the  last date of s e r v i c e  if 
a change of provideroccurs  before the first historical cost report would have 
beenrequired. The his tor ical  cost r e p o r t  period s h a l l  cover  a consecu t ive  
period of time of not  less than  11 months,  unless  there is a change of provider ,  
or more than  13 months. 

JUN 0 6 2001 
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Calendar Year End Cost Report Overlapping Historic CostReport for P ro jec t ion  
S t a t u s :  The provider  is requ i r ed  t o  f i le a historic, 12 month cost report on 
t h e  ca lendaryear  end fo l lowing  the first his tor ic  cost report filed for a 
p r o j e c t i o n  period or change of provider.Forexample, i f  a provider  f i les a 12  
month historic cost r e p o r t  for t h e  first year  of ope ra t ion  endedJune 30, t hey  
will then  f i l e  a 12month cost r e p o r t  for the calendar yearend of December 31. 
The except ion is  i f  the  p r o j e c t i o ns t a t u s  period i s  withinone month of the 
calendar yearend as explainedabove. 

REIMBURSEMENT LIMITATIONS 


Period : 

year  end r e p o r t i n gi n  1991,The change t o  t h e  ca lendar  changed the  annual 
l i m i t a t i o np e r i o d  t o  J u l y  1 .  The rates and l i m i t a t i o n  period, basedon t h e  cost 
repor t ssubmi t ted  for the  ca lendaryearending  December 31st, will begin t h e  
fo l lowingJuly  1st. The rates established J u l y  1st for providers  undernot  
p r o j e c t i o ns t a t u s  will s t a yi n  effect u n t i l  t h e  fo l lowingJuly  1st un les s  
o therwise  specified by a State Plan amendment. 

UpperPayment Limi ta t ions :  

ofThere are two types  upper payment limits. One is  t h e  owner/related
party/administrator/co-administrator limit. The other is t h e  cost c e n t e r  
limits. Each will be descr ibed .  

Owner/Related Party/Administrator/Co-Administrator L i m i t :  

S ince  salaries and other compensation of owners are no tsub jec t  t o  the  usua l  
market' c o n s t r a i n t s ,s p e c i f i cl i m i t a t i o n s  are placed on the  amounts reported.
F i r s t ,  amountspaid t o  nonworkingowners and directors are notan  allowable 
cost. Second,owners and related p a r t i e s  who perform r e s i d e n t  related services 
are limited t o  a s a l a r y  char t  based on the Kansas  C iv i l  Se rv ice  c l a s s i f i ca t ions  
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and wages f o r  comparable p o s i t i o n s .  Owners and related parties who provide
r e s i d e n t  related se rv iceson  less than  a f u l l  time basis have the  Compensation
limited by the percent  of their total  work time to  a s tandard  work week. A work 
week is def ined  as 40 hours.  The ownersand related parties must be 

q u a l i f i e d  t o  perform s e r v i c e s  which r e q u i r ep r o f e s s i o n a l l y  l i c e n s u r e  o r  
c e r t i f i c a t i o n .  

The compensation p a i d  t o  owners and related p a r t i e s  shall be allocated t o  t h e  
appropr i a t e  cost c e n t e r  for t h e  t y p e  of s e r v i c e  performed. Each cost c e n t e r  has 

partyanexpensel ine  for  owner/related compensation. There is a l s o  a cost 
repor tschedule  t i t l ed  Itstatement of Owners and Related P a r t i e s v t .  Th i s  schedule  
requi res  in format ion  concern ing  t h e  percent  of ownership ( i f  o v e r  f i v e  p e r c e n t ) ,
t h e  time s p e n t  i n  t h e  func t ion ,  the  compensation,and a d e s c r i p t i o n  of t h e  work 
performed for each owner and/or related par ty .  Any salaries r e p o r t e di n  the  
P lan tOpera t ing ,  Room and Board or Health Care cost c e n t e r si ne x c e s s  of t h e  
KansasCivil  Service based s a l a r y  c h a r t  are t r a n s f e r r e dt o  the  admin i s t r a t ive  
cost c e n t e r  where t h e  excess  is s u b j e c t  t o  t h e  Owner/Related
Party/Administrator/Co Administrator per diem compensation limit. 

The Schedule C is an array of nonowner admin i s t r a to r  and co-administrator 
salaries. The scheduleinc ludes  t h e  most c u r r e n t  historic cost reports i n  the 
data base from a l l  a c t i v e  n u r s i n g  f a c i l i t y  p r o v i d e r s .  The sa l a ryin fo rma t ion  is 

adjus ted  for i n f l a t i o n .  The per diem data is ca lcu la t ed  an  85%not  us ing
minimum occupancy l e v e l  for those p r o v i d e r si no p e r a t i o n  for more thantwelve  
months. The Schedule C for the owner/related par ty /adminis t ra tor /
co-adminis t ra tor  per diem compensation limit is t h e  first schedulerundur ing  
the  a n n u a l  l i m i t a t i o n  s e t t i n g .  

The Schedule C is used t o  set the per diem l i m i t a t i o n  for a l l  non owner 
admin i s t r a to r  and co-administrator salaries and owner/related party compensation
i ne x c e s s  of the c i v i ls e r v i c e  based s a l a r yl i m i t a t i o ns c h e d u l e .  The per diem 
limit for a 50 bed or larger home is set at  the 90th p e r c e n t i l e  on all salaries 
repor t ed  for nonowner adminis t ra torsandco-adminis t ra tors .  A l i m i t a t i o n  table 

JUN 0 6 2001
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is then  established for facil i t ies wi th  less than  50 beds. This table begins  
wi th  a r easonab lesa l a ry  per diem for  anadmin i s t r a to r  of a 15 beds or less 
f a c i l i t y .  A l i n e a r  r e l a t i o n s h i p  is then  es tab l i shed  between the  compensation of 
the admin i s t r a to r  of the 15 bed f a c i l i t y  and t h e  compensation of the  
admin i s t r a to r  of a 50 bed f a c i l i t y .  The l i n e a rr e l a t i o n s h i pd e t e r m i n e s  t h e  per 
diem limit for t h e  facil i t ies between 15 and 50 beds. 

The per  diem limit a p p l i e s  to  t h e  nonowner administrators and co-administrators 
paid t o  owners anand t h e  compensation and related parties who perform

admin i s t r a t ivefunc t ion  or c o n s u l t a n tt y p e  of s e r v i c e .  The per diem limit a l s o  
a p p l i e s  to  t h e  salaries i ne x c e s s  of t h e  c i v i ls e r v i c e  based s a l a r y  chart i n  
other cost c e n t e r s  t ha t  are t r a n s f e r r e d  t o  t h e  admin i s t r a t ive  cost c e n t e r .  

Cost Center Limits: 

The Schedule B computerrun is a na r r a y  of all per  diem costs for  each of the  
fourcos tcenters -Adminis t ra t ion ,  the  Plan tOpera t ingpor t ion  of Proper ty ,  Room 
and bard and Health Care. The scheduleinc ludes  the most r ecen t  historic cost 
r e p o r ti n  t h e  data base from all a c t i v en u r s i n gf a c i l i t yp r o v i d e r s .P r o j e c t e d  
cost reports are excluded from the data base. 

The per diem e x p e n s e si n  each cost c e n t e r  are ca lcu la t edus ingan  85% minimum 
occupancylevelfor  t h e  p r o v i d e r si no p e r a t i o n  for more than  12 months. All 
previous  desk reviewand f i e l d  audi tad jus tments  are c o n s i d e r e d  i n  t h e  per diem 

ca lcu la t ions .  The costs have adjustedexpense  been by the owner/related
party/administrator/co-administrator l i m i t a t i o n s .  

Prior t o  t h e  Schedule B a r r a y s ,  t h e  cost data on c e r t a i ne x p e n s el i n e s  is 
a d j u s t e df o r  his tor ical  and estimated i n f l a t i o n ,  where appropr i a t e .Th i s  will 
bring t h e  costs repor ted  by the  p rov ide r s  t o  a common p o i n ti n  time for  
comparisons. The historic i n f l a t i o n  w i l l  be based on the  Data Resources, Inc .  
Nat ional  Skilled Nurs ingFac i l i t y  Market BasketIndex ( D R I  Index) for the cost 
c e n t e r  limits e f f e c t i v eJ u l y  1st. The his tor ic  i n f l a t i o n  factor will a d j u s t  
costs from the midpoint of each providers  cost report period t o  the latest 
q u a r t e r l y  D R I  Index for t h e  Schedule B processing. I 

jun 6 2001effective Date7 $3 Supersedes TN#MS-93-17TN#MS-93-19 Approval Date 
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The estimated i n f l a t i o n  factor will be also be basedon the  D R I  Index. 
Determination of the estimated i n f l a t i o n  factor w i l l  begin wi th  the q u a r t e r  the 
h i s t o r i ci n f l a t i o n  ends. It will be c o n t i n u e dt o  t h e  midpoint of the  payment
l i m i t a t i o n  period (December 31st). 

The f i n a l  r e s u l t s  of t h e  Schedule B run  are the pe rcen t i l ecompi l a t ions .  These 
compi la t ions  are t h eb a s i s  for t h e  upper payment limit for each cost c e n t e r .  
The upper payment limit p e r c e n t i l e s  for t h e  cost c e n t e r s  will be weighted based 

days .  This  is a change from pas t  P rev ious ly ,on t o t a l  r e s iden t  p rac t i ce . 

p e r c e n t i l e s  were based on t h e  total  number of facil i t ies.  The c u r r e n t  

p e r c e n t i l e  caps are as fol lows:  


Adminis t ra t ion 75th 
P lan t  (Por t ion  of Proper ty)  85thhOpera t ing

Board Room and 90th 
Health Care got h 

The ove ra l lP rope r ty  limit requ i re sadd i t iona lexp lana t ion .  The implementation
of t h e  real and personalproperty fee (p rope r ty  fee), e f f ec t iveJanua ry  1 ,  1985, 
r ev i sed  t h e  method of determining t h e  proper ty  limit. Ownership costs 
( i n t e r e s t ,  d e p r e c i a t i o n ,  lease or amor t i za t ion  of leaseholdimprovements) are no 
l o n g e ri n c l u d e di n  t h e  al lowable cost when determining t h e  Medicaid rate. The 
methodology p r o p e r t y  limit needed to  beof the o v e r a l l  rev ised  after t h e  
ownership costs were excluded. 

Due t o  t h e  implementation of t h e  proper ty  fee, the  calculationmethodology of 
t h e  Total Proper ty  cost limit has  beenrevisedsuch t h a t  changes i n  ownership
( a n d  r e s u l t i n g  i n c r e a s e s  i n  o w n e r s h i p  costs) after 7/18/84 are not  recognized  in  
t h ep e r c e n t i l el i m i t a t i o n s .  The change i n  methodology e s s e n t i a l l y  holds t h e  
ownership cost po r t ion  of the l i m i t a t i o n se f f e c t i v e  10/1/84 cons tan t .  The 
revisedmethodologyonly allows for r e l a t i v e  changes i n  the p l a n to p e r a t i n g  
costs t o  in f luence  t h e  t o t a l  Proper ty  cost limit. 
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The c a l c u l a t i o n  of t h e  Total Proper ty  cost limit is as follows: 

P lan t  Operating 85th P e r c e n t i l e  P e r  Diem L i m i t  from Current Data Base 
Minus: Plant  Operat ing 85th P e r c e n t i l e  P e r  D i e m  L i m i t  from P r i o r  Data Base 
equa l  Inc remen ta l  Change i n  Total P lan t  ope ra t ing  L i m i t  
Add: Total Property &st L i m i t  from P r i o rl i m i t a t i o nP e r i o d  
Equal: Total Property Cost L i m i t  for New Limi ta t ion  Period 

The s k i l l e d  nursing facilities and in t e rmed ia t e  care facilities became nurs ing
facil i t ies onOctober 1 ,  1990. The Proper ty  cost limit, us ing  the incremental  
change i nP l a n tO p e r a t i n gc o s t s ,  was based onthePrope r ty  cost limit from t h e  
10/1/84 data base for s k i l l e d  facilities. The incrementa lchangesin  t h e  P lan t  
Opera t ingcos t s  and t h e  subsequent change i nP r o p e r t y  cost limits are now 
determined from t h e  combined Nurs ing  Fac i l i t y  data base. 

The proper ty  fee resulted i n  a c a l c u l a t i o n  of a p r o v i d e r  p l a n ts p e c i f i c
ope ra t ing  limit. The Total Proper ty  limit is reduced,on a provider  specific 
b a s i s ,  by t h e  amount of the proper tya l lowanceinc ludedin  t h e  proper ty  fee. I n  
t h i s  manner, t h e  non-ownership costs are limited by a c o s tc e n t e r  limit tha t  
exc ludes  t h e  ownership cost p o r t i o n  of the Medicaid rate, o r  the  proper ty
allowance. The fol lowing is t h e  c a l c u l a t i o n  of the  PlantOperat ing L i m i t :  

Total PropertyCost L i m i t  for Limi ta t ion  Per iod  
Minus: PropertyAllowanceIncludedinPropertyFee 
Equal:PlantOperating Cost Center  L i m i t  for Limi ta t ion  Period 

It should be noted t h a t  t h e  va lue  factor component of t h e  proper ty  fee should 
c o s t  limit t onot  be reduced from the Total P r o p e r t y  d e t e r m i n e  t h e  P lan t  

Operating CostCenter L i m i t .  The proper ty  fee is e x p l a i n e d  i n  g r e a t e r  d e t a i l  i n  
t h e  fo l lowing  sec t ion  of t h i s  e x h i b i t .  

JUN 06 2001 
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REAL AND PERSONAL PROPERTY FEE 

The real and personalproperty fee (p rope r ty  fee) was implemented,effect ive 
January 1 ,  1985,pursuant t o  KansasAdministrativeRegulation 30-10-25. It was 
implemented as a response t o  the Deficit Reduction Act of 1984 regard ing
re-va lua t ion  of assets due t o  a changeinownership.  The proper ty  fee satisfies 
t h i s  requirement i n  that i t  is the capi ta l  re imbursement  por t ion  of the Medicaid 
rate and does not change d u e  s o l e l y  t o  a change i n  ownership. The proper ty  fee 
is f a c i l i t y  specific and is i nl i e u  of all deprec ia t ion ,mor tgagein t e re s t ,  
lease and amor t i za t ionof  lease expense. The a c t u a l  ownership costs u s e dt o  
develop t h e  property fee were from t h e  latest cost r e p o r t  for each provider  t h a t  
the agency had processedthroughJuly,1984. 

The two components of t h e  proper ty  fee are t h e  propertyal lowance and t h e  
proper tyva lue  factor. An explana t ionof  each of these fol lows.  

PropertyAllowance: The f o u rl i n e  items of ownership cost ( m o r t g a g ei n t e r e s t ,  
dep rec i a t ion ,  lease andamor t i za t ionof  lease expenses) were added together and 
d iv ided  by r e s iden tdays  t o  a r r i v e  a t  t h e  ownership cost pe r  diem f o r  each 
provider .  The 85% minimum occupancy rule was imposed on all providers  who had 
been i no p e r a t i o nf o ro v e r  12 months. The ownership per diem c o s t  was reduced 
p ropor t iona te ly  for each provider  who had to t a l  proper ty  costs i n  e x c e s s  o f  t h e  
the  85th p e r c e n t i l e  limit on the Property Cost Center L i m i t .  This ad jus tmen tto  
t h e  ownership per diem cost was based on t he  ratio of ownership costs t o  total  
proper ty  costs, mul t ip l i ed  by t h e  proper ty  costs i ne x c e s s  of the cost c e n t e r  
limit. The ownershipper diem cost minus t h i s  adjustment ( i f  a n y )r e s u l t e di n  
t h e  property al lowance.  

jun 0 6 2001 
TN#MS-93-1719 Approval Date E f f e c t i v e  Date7 % Supersedes TN#MS-93-17 
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Methods andStandards for Es tab l i sh ing  Payment Rates 
Skilled NursingandIntermediate Care F a c i l i t y  Rates 

(NF'ss and NF's-MH) 

Narrat ive Explanat ion of Nurs ing  Fac i l i t y  ReimbursementFormula 

PropertyValueFactor:  The proper tya l lowances  for all providers  were ar rayed
by l e v e lo f  care and p e r c e n t i l e s  es tab l i shed .  These p e r c e n t i l e s  became the 
b a s i s  for e s t a b l i s h i n g  t h e  proper tyva lue  factor. The f i v ed i f f e r e n tg r o u p i n g s
developed from each a r r a y  are as follows: 

Group # P e r c e n t i l e  Ranking Add-on Percent  
1 -0- through 25th  Percent i le  45% 

26th2 through 50th P e r c e n t i l e  15% 
75th3 51st Percent i le  7.5% 

4 76 th  through 85th P e r c e n t i l e  5% 
5 Percent i le  0% 

groups  were established, a weighted propertyOnce t h e  pe rcen t i l e  average 

allowance was c a l c u l a t e d  for each group. T h i s  averagepropertyal lowance was 

t hen  mul t ip l i ed  by t h e  add-on percentage t o  a r r i v e  a t  t h e  p rope r ty  va lue  f ac to r  

for each group. This  add-on percentage is i n v e r s e l y  related t o  the p e r c e n t i l e 

ranking.  That is, t h e  	lower the p e r c e n t i l er a n k i n g ,  t h e  h igher  t h e  add-on 

va lue  factor for each pe rcen t i l epercentage.  The proper ty  g roup  was then  
a s s i g n e d  t o  each provider  wi th in  t ha t  group. 

There are two v a l u ef a c t o ra r r a y s .  , One a r r a y  is  f o r  t h e  Medicare s k i l l e d  
nursing facil i t ies.  The o t h e r  is for nurs ing  facil i t ies which are not  certified 

basedas Medicare s k i l l e d  facilities. The v a l u ef a c t o r  is determined on t h e  
c l a s s i f i c a t i o n  of t h e  n u r s i n g  f a c i l i t y  andbyusing the  a p p l i c a b l e  a r r a y .  

There are two provis ions  for changing t h e  proper ty  fee. One is for a “rebasing” 
when c a p i t a l  e x p e n d i t u r e  thresholds are met ($25,000 for homes under 51 beds and 
$50,000 for homes over  50 beds) . The or ig ina l  a l lowanceproper ty  remains  
cons tan tbut  t h e  a d d i t i o n a l  factor for the  r ebas ing  is added. The proper ty  fee 
rebas ing  is e x p l a i n e di n  greater detail i n  Attachment 4.19D, P a r t  I ,  Subpart  L. 
The other provis ion  is t h a t  a n  i n f l a t i o n  factor may be appl ied  t o  the  proper ty
fee onanannual basis. 

19 Approval DateTN#MS-93-19 JUN 0 6 2001effective Date7 33 Supersedes TN#MS-93-17 
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Methodsand Standards for Establishing Payment Rates 
Skilled Nursing and Intermediate Care Facility Rates 

(NF's and NF's-MH) 

Narrative Explanation of Nursing Facility ReimbursementFormula 

INCENTIVE FACTOR 

The incentivefactor is a per diem add-on ranging from zero to f i f t y  cents. It 
is basedon the per diem cost of t h e  Administration costcenter and thePlant 
Operating costcenter less thereal and personalpropertytaxes expense l i n e .  
The per diem allowance for  these two costcenters less propertytaxes is 
determined before the  owner/related party/administrator/co-administrator
limitation is applied. 

The incentivefactor is designed to  encourage economyand efficiency i n  the 
administrative and plantoperatingcostareas.Propertytaxes were excluded 
sinceprovider has l i t t l econt ro l  of thethe cost. There is an inverse 
relationship between the  incentivefactor and the per diem cost used to 
determine i t .  The higherthe per diem cost, the lower theincentivefactor. 

The Schedule E is an array of the per diem costs that are used to determine the 
factor. The schedule theincentive includescosts from the most recent 

historicalcostreportforallactiveproviders. No projectedcostreportsare 
included. The per diem costsare based on the 85% occupancy rule. The costs 
are not adjusted for inflation. 

The Schedule E summarizes a l l  expense l ines from theAdministrationcostcenter 
and thePlant Operating costcenter,lesspropertytaxes. The ownership costs 
are excluded from the array so that both older facil i t ies (wi th  relatively lower 
ownership costs) andnewer fac i l i t i es  (with relativelyhigher ownership costs) 
can benefit from theincentivefactor through efficientoperations. The Room 
andBoardand Health Care costcentersare excluded f r o m  theincentivefactor 
calculation so thatprovidersare not rewarded for costefficientoperations 
wi th  regard to costs that may jeopardize the direct care of the residents. 
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Methods and Standards for Es tab l i sh ing  Payment Rates 
S k i l l e d  NursingandIntermediate Care F a c i l i t y  Rates 

(NF's and NF's-MH) 

Narrat ive Explanat ion of Nurs ing  Fac i l i t y  ReimbursementFormula 

The total  per diem costs for admin i s t r a t ion  and p lan tope ra t ing ,  less proper ty  
t a x e s ,  are a r r ayedandpercen t i l e ses t ab l i shed .  These p e r c e n t i l e st h e n  become 
the  basis for e s t a b l i s h i n g  the  per diem cost ranges used t o  determine each 
p r o v i d e r se f f i c i e n c y  factor, c o n s i s t e n t  with agencypolicy.  The ranges are 
def ined  as follows: 

P rov ide r s  Pe rcen t i l e  Ranking 
-0- t o  3 0 t h  P e r c e n t i l e  
31st to55th P e r c e n t i l e  
56 th  t o  75th P e r c e n t i l e  
76 th  t o  100th P e r c e n t i l e  

INFLATION FACTORS 

Incen t ive  Fac to r  Pe r  Diem 
$ .50 

.40 
30 

-0-

Historic and estimated i n f l a t i o n  w i l l  be a p p l i e d  t o  t he  al lowablereported costs 
from t h e  ca lendaryear  end cost r e p o r t s  for rates e f f e c t i v eJ u l y  1st. The 
historic i n f l a t i o n  will be based on the Data Resources,Inc.National Ski l led 
Nurs ingFac i l i t y  Market Basket Index ( D R I  Index) .  The his tor ic  i n f l a t i o n  will 
be appl ied  from t h e  midpointof t h e  cost report p e r i o dt o  t h e  latest q u a r t e r l y  
D R I  Index  ava i lab le .  

The estimated i n f l a t i o n  will begin with t h e  q u a r t e r  t he  h i s t o r i ci n f l a t i o n  
ends.  It w i l l  be cont inued to  the midpoint of the  payment l i m i t a t i o np e r i o d
(December 31st) The estimated i n f l a t i o n  factor w i l l  be based on t h e  D R I  
Index. This annual  cons is ten t lypercentage estimate is used  throughout  t h e  
l i m i t a t i o n  p e r i o d .  

The D R I  Indexespublished for t h e  latest a v a i l a b l eq u a r t e r  w i l l  be  used t o  
determine t h e  his tor ic  and estimated i n f l a t i o n  tables for t h e  Schedules A-1 and 
A processed dur ing  the payment l i m i t a t i o n  period. This will r e q u i r e  t he  use of 
forecasted factors i n  the historic table. The i n f l a t i o n  tables will n o t  be 
r e v i s e d  u n t i l  the  next  payment l i m i t a t i o n  period. 

TN#MS-93-1919 Approval datejun 6 2001effective date Supersedes TN#MS-93-17 
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(NF's and NF's-MH) 

Nar ra t ive  &plana t ion  of Nurs ing  Fac i l i t y  ReimbursementFormula 

For historic cost r e p o r t  p e r i o d s  ending other than  t h e  last month i n  a q u a r t e r ,  
t h e  i n f l a t i o nf a c t o r  t o  be used i n  t h e  c a l c u l a t i o n  will be t h ef a c t o r  for the  
q u a r t e ri n  which t h e  cost report ingperiodends.Forexample,  a cost report
period ended August 31st, will r e c e i v e  i n f l a t i o n  based on the c a l c u l a t i o nu s i n g  
t h e  September, t h i r d  q u a r t e r ,  D R I  Index forecast. This approach is being used 
i n s t e a d  of t r y i n g  to  conver t  a qua r t e r ly  index  in to  mon th ly  factors. 

Schedule A- 1 h i s t o r i c  and estimated i n f l a t i o n  (exhibits C-2, pages 2 and 5, 
r e s p e c t i v e l y )  are a p p l i e d  i n  d e t e r m i n i n g  rates with a n  e f f e c t i v e  date of J u l y  1 ,  
1993.Schedule A h i s t o r i c  andes t ima tedin f l a t ion(Exh ib i t  C-2, pages 1 and 4 ,  
r e s p e c t i v e l y )  are a p p l i e di nd e t e r m i n i n g  rates for h i s t o r i c  cost r e p o r t s  wi th  
rate e f f e c t i v e  dates o t h e r  t h a n  J u l y  1 ,  1993. 

The i n f l a t i o n  f a c t o r s  are appl ied  t o  a l l  costs except t h e  fol lowing:  

exempt From 

Allowable Costs: Historical Estimated 

1 . Salaries: 
Adminis t ra tor  Yes Yes 
Co-Administrator Yes Yes 
A l l  Other  Non Owner Employees Yes No 

2. Payrol lTaxes Yes No 
3. Owner's Compensation Yes Yes 
4. I n t e r e s t  Expense o t h e r  t h a n  Real Estate Mortgage Yes Yes 
5. Real Estate Taxes Yes Yes 
6. PersonalPropertyTaxes yes Yes 

RATE effective DATE 

The rate e f f e c t i v e  dates are i n  accordance with Attachment 4 .  4.19D P a r t  I, 
Exhib i t  A-7. The rate may be r e v i s e d  for a n  add-on reimbursement factor, desk 
review adjustment  or field aud i t  ad jus tmen t .  

JUN 0 6 2001
TN#MS-93-19 19 Approval Date Effective 73 Supersedes TN#MS-93-17 
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SCHEDULE A - HISTORICAL INFLATION TABLE EFFECTIVE 07/01/93 

Report 
Year Midpoint Historical 
End of Midpoint RYE Inflation 

(RYE) RYE Index* Index* Factor %** 

12/92 06/92 1.280 1.302 1.719 
01/93 07/92 1.292 1.315 1.780 
02/93 08/92 1.292 1.315 1.780 
03/93 09/92 1.292 1.315 1.780 
04/933 10/92 1.302 1.329 * 2.074 
05/93 11/92 1.302 1.329 * 2.074 
06/93 12/92 1.302 1.329 * 2.074 
07/93 01/93 1.315 1.345 * 2.281 
08/93 02/93 1.315 1.345 * 2.281 
09/93 03/93 1.315 1.345 * 2.281 
10/93 04/933 1.329 * 1.361 * 2.408 
11/933 05/93 1.329 * 1.361 * 2.408 
12/93 06/93 1.329 * 1.361 * 2.408 
01/94 07/93 1.345 * 1.377 * 2.379 
02/94 08/93 1.345 * 1.377 * 2.379 
03/94 09/93 1.345 * 1.377 * 2.379 
04/94 10/93 1.361 * 1.391 * 2.204 
05/94 11/93 1.361 * 1.391 * 2.204 

* Estimatedfactors 

**[(RYE index) + (Midpoint index)] - 1 


TN#MS-93-19APPROVALDATEjun 6 2001effective SUPERCEDES TN# MS-93-17 
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SCHEDULE A-1 - HISTORICAL INFLATIONTABLE EFFECTIVE 07/01/93 

Terminal Historical 
Reporting Midpoint Midpoint Terminal Month Inflation 
Year End of RYE Index Month Index Factor % * 
12/91 06/91 1.235 03/93 1.315 6.478 
01/92 07/91 1.246 03/93 1.315 5.538 
02/92 08/91 1.246 03/93 1.315 5.538 
03/92 09/91 1.246 03/93 1.315 5.538 
04/92 10/911 1.257 03/93 1.315 4.614 
05/92 11/91 1.257 03/93 1.315 4.614 
06/92 12/91 1.257 03/93 1.315 4.614 
07/92 01/92 1.270 03/93 1.315 3.543 
08/92 02/92 1.270 03/93 1.315 3.543 
09/92 03/92 1.270 03/93 1.315 3.543 
10/92 04/92 1.280 03/93 1.315 2.734 
11/92 05/92 1.280 03/93 1.315 2.734 
12/92 06/92 1.280 03/93 1.315 2.734 
01/93 07/92 1.292 03/93 1.315 1.780 
02/93 08/92 1.292 03/93 1.315 1.780 
03/93 09/92 1.292 03/93 1.315 1.780 
04/933 10/92 1.302 03/93 1.315 .998 
05/93 11/92 1.302 03/93 1.315 .998 
06/93 12/92 1.302 03/93 1.315 .998 
07/93 01/93 1.315 03/93 1.315 0.000 

*[(Terminal month index + Midpoint index) - 11 

TN#MS-93-19 APPROVALDATE EFFECTIVE DATE 707/01/93JUN 0 6 2001 
1 % SUPERCEDES TN# MS-93-17 
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HISTORICAL INFLATION TABLE - SCHEDULE B 
EFFECTIVE 07/01/93 - 06/30/94 

Terminal Historical  
Reporting 
Year End 

Midpoint Terminal 
of RYE Index Month 

Month 
Index 

Inf la t ion 
Factor % * 

1.235 06/91 03/93 1.315 6.478 

01/921.246 07/91 03/93 1.315 5.538 

1.246 08/91 03/93 1 .315  5.538 

1.246 09/91 03/93 1.315 5.538 

04/92 10/9 1 1.257 03/93 1.315 4.614 

05/92 

02/92 

1.257 11/91 03/93 1.315 4.614 

1.257 12/91 03/93 1.315 4.614 

1.270 01/92 03/93 1.315 3.543 

1.270 02/92 03/93 1.315 3.543 

1.270 03/92 03/93 1 .315  3.543 

1.280 04/92 03/93 1.315 2.734 

1.280 05/92 03/93 1.315 2.734 

1.280 06/92 03/93 1.315 2.734 

1.292 07/92 03/93 1.315 1.780 

1.292 08/92 03/93 1.315 1.780 

1.292 09/92 03/93 1.315 1.780 

1.302 10/92 03/93 1.315 .998 

1.302 11/92 03/93 1.315 .998 

1.302 12/92 03/93 1.315 .998 

1.315 01/93 03/93 1 .315  0.000 

*[(Terminal month index + Midpointindex) - 1 1  

06/92 



EFFECTIVE  

Number of 
months to 

RED RED RED 
$74144 -RYE 07-01-93-93 06-01-93 09-01-93 

12 11 10 

12 083093 2.31 2 

11 07-31-93 1.927 2.119 2.312 

10 06-31-93 1.541 1.734 1.927 

9 09-30-93 1.156 1.349 1.541 

8 10-31-93 ,771 .963 1.156 

7 1la43 .385 .578 .77l 

6 12-31-93 .193 .385 

I 01-3144 

4 02-2894 

3 03/31/94 

2 04.30.94 

1 0531-94 

X = Number of months from RYE to 07/01/94 

Y = Number of months from RED to 07/01/94 

Formula = (.003853)(X- Y/2) 

Annual rats ofestimated inflation = 4.624% 
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ESTIMATED INFLATION TABLE - SCHEDULE A 

effective 07/01/93 - 06/30/94 


Number of Months to July 1, 1994 


RED RED RED RED RED RED RED RED RED 
10-01-93 1141-93 12-01-93 0141-94 02-01-94 03-01-94 04-01-94 0541-94 0801-94 

9 8 7 6 5 4 3 2 
Percent 

2.119 2.31 2 


1.734 1.927 2.119 2.312 


1.349 1.541 1.734 .927 1 2.312 19 2.1 


.963 2.119 1.156 1.927 1.3491.734 1.541 2.312 

1.349 1.156 19 2.11.927.578 1.734 .771 1.541 .963 
1.349 1.156 1.734 1.541.193 .385 .578 ,771 .963 

.193 .385 .578 .771 .963 
# .193 , 3 8 5  .578 ,771 .963 

.193 .385 .578 

.193 

1.349 1.156 

SUPERCEDES TN# MS-93-17 


1 
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ESTIMATED INFLATION-
Effective 07/01/93 

Prior Est Infl Midpoint 
Schedule Beginning of Payment 

RED Date Period 

07/01/92 04/01/93 12/31/93 

08/01/92 04/01/93 12/31/93 

09/01/92 04/01/93 12/31/93 

10/01/92 04/01/93 12/31/93 

11/01/92 04/01/93 12/31/93 

12/01/92 04/01/93 12/31/93 

01/01/93 04/01/93 12/31/93 

02/01/93 04/01/93 12/31/93 

03/01/93 04/01/93 12/31/93 

04/01/93 04/01/93 12/31/93 

05/01/93 04/01/93 12/31/93 

06/01/93 04/01/93 12/31/93 

07/01/93 04/01/93 12/31/93 

*Annual rate of estimated inflation - 4.624% 

Part I 

Subpart C 


Exhibit C-2 

Page 5 


SCHEDULE A-1 

- 06/30 /94  

Estimated 

No. of Months Inflation 

From Beginning Factor 


Date to Midpoint .003853/Mo* 


9.0 3.468% 


9.0 3.468% 


9.0 3.468% 


9.0 3.468% 


9.0 3.468% 


9.0 3.468% 


9.0 3.468% 


9.0 3.468% 


9.0 3.468% 


9.0 3.468% 


9.0 3.468% 


9.0 3.468% 


9.0 3.468% 
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COST CENTER LIMITATIONS 

Effective July 1, 1993- June 3 0 ,  1994 

Room 
& Health 

Administration Property Board Care 

NF $ 7.65 $ 9.74 $16.74 $38.52 

7 1 7TN#MS-93-19APPROVAL jun 0 62001EFFECTIVE DATE112SUPERCEDES TN# MS-93-17 
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INCENTIVE FACTOR TABLES EFFECTIVE07/01/93 - 0 6 / 3 0 / 9 4  

Percentile Range 
 Per Patient Day Range 

High Low 


Incentive 

Factor 


.$ .50 
.40 
. 3 0  
-0 


level1
High Low 


NF 
 -0- 3030th $ -0- 8.99 
31st 55th 9.00 10.45 
56th 75th 10.46 11.69 
76th 100th 11.70 above 


